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1.	 Forwarded herewith are copies of memoranda of conversation between
Governor W. Averell Harriman and Minieterr Etzel •Ind Erhard which were held
early in July during the visit of Governor Earriman to Bonn.	 These memoranda
were made avai lable to us by the Embassy Economic Counselor, Mr. Henry Tesca,
who, although his name does not appear on the memoranda, was present at theme
conversations and drafted the memoranda. 	 Mr. Taxes thought that MARK, perhaps
ASCHAM, might be interested in thexe reports. particularly as they reveal a

•	 considerable degree of political naivete on the part of Minister Erhard. 	 We
refer to those passagesein the memorandum of conversation with Minister Erhard
wherein he implies that expanding consumer demands might force the Soviet rulers
,pn reduce investments end resources expended fIr military purposes and also

*whore tilmlater &hard suggests that the Soviets tight be prepared to maks	 .
. setitieel eoncesaions at a summit conference in exchange for increased trade

whit' vie wet.	 i
-12.	 Prompted ia advancc by Mr. Tasca who anticipated thee, views, Governor

Savrisauldid his best to dissuade Enlister Erhard from thinking along those
limes.	 linking from Minister krhard's subsequent public statements, Governor' 	 '4'

, Barrios's,e efforts appear to have been partially successful, at least for the
-. time beteg.

3.	 It nay be of interest to Headquarters to know that C. 	 ]and the
undersigned bad a private chat with Governer Harriman dring the Ambassador's`..:!'

a • 	 Inlepandence Day party.	 The discussion centered on Oovermr Herrinano s trip
to the Soviet Union and his views on the Berlin and Gervrn problems. 	 Ha stated
lAst he would report all Ms observations to ASCHAM personally when he returned

•	 to America.	 .
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AMINIC.Ale INIASST„ Dos MOO,
Duos, Gummy,

July 1, 1939.

Dear Dills

There are attached herewith copies of memoranda of
cesversatios between W. Averell larrimma ma Meister*
Erhard sad ltsel. These summaries are unofficial summories
shish have boom prepared here for our files. Since they are
uoofficial sad their dletributioa has not bees smith/mired,
I ea sure yen will take good care to see they are properly
haraled and circulation is appropriately limited.

I trustyou have smug__	 he has c	 edaseey
to yogi my various messages. Dr. )ti of the Foreign
Office has just asked me again about the possibilitv of
barbs as Americao.German ecetumac meeting. My comsidered
proposal to you is that we try such a meetiag, setting one
up fox Noweraor in Illablegton. I gather at such time Or.
laztert will be available to go to Washimpten with ouch
staff members as be deems appropriate. The nestles need
sat be official is 'allure and need have uo publicity. the
spade could be prepared prior to the meetiag with both
sides making contributions.

I em sorry you could not join our Economic Officers
media,. The ally reason we didn't send a cable to
Washingtos as we did to Paris was to avoid any possibility

William R. Deity, Esquire,
Offices in Charge, German Ecemouac Affairs,

Office of German Affairs,
Duras of Buresmaa Affairs,

Department of State,
Wastiagtea 2S, D. C.
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of embarrassment is lite event sash • trip MS set rasseally
csawasiest to yes.

Ma appreciate }sax letters sad eselawyses ami aspe Ism
will sestinas Is send tank.

With bast wishes to Lucille.

Oardially,

Henry J. Tessa
Misdates fer Ecammeds Affairs

•
lac lel we eil
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July 1, 10110

PIACI	 Sewn, Gerumay

TARTICIPANT11 Mr. W. Moron Merriam
Peders1 Repablis Scememice Minister Ludwig leased

A

After the aching' of usual pleasaatries Minister Reheat asked
Ms. Merriam what his view was of the Soviet Seem Tear Plime Intend
esasidored this important because el its retails* to the sIsadaed et
iivimg mad the Soviet levees policy. Maud soasidered Mat empsolias
common seeds might ultimately wake accessary tine rednettles of
reawarees available lee military perposes. Sarciame replied stating
that is general tbe praire. would probaily he realised hat it wee
important to roman that seder the Seven Tear Slam the esphosis es
heavy ladastcy sad the allitary baildep awalt matinee. More wore
m major commaisaa La his view to Soviet cameras La tbe Pisa
except foe imusleg. but *via mew busby is the Soviet Odom mad
riserly be very peer guilty. Merriman stated be bed &Mud eine gramss
aby	 neehemise Soviet kitchens mistime hem primitive were
the kitchens la tbo hest of the modern duellists presemtly being built.
The Soviets did met lotion to siva the mammon automobiles meting
that the SIMS Teee Flom allowed foe ealy 100000 emits per year.
Oa the steer heed lorries& thought that eems progress ems being made
it tbe agricultural side. There mould be mme meat sad Mat ter moil.
able for Movie* commons.

Intima estimated the Soviet OMP was 40-4 ,1 of that of the
baited States. Newever, ailitary erpeediteree is both sommtriee Imre
roughly 'beet the some is absolute magaltede. Sit stated that if eve
Larladed mesemlitures for military and investment, the beashiema
mold be I/3 for investment and defease and WS fet tesuuMPeims "-
the ewesse of the situations in the United States. Sarrimma stemmed
to &hard. bewover, that tbe Soviet eemoweers were relatively astir
!Lod with their position and es• should mot saint it the possibility	 I.'

el mommets dirndls/settee appressiagitosU ih sof fillafisame 1st
sad affecting the Soviet foreign pelt/fled.

Sweevar, larsimes meted that altos the to:cotton of the Stella
peeled, whisk had selmily threatemod tie lives of pressing Serie,
leaders there bed MOB • marked movemat way from toxemiat meads
is the tisestisa mf lteidea. he thought the appetite of tine Soviet

ct._	 —tcs. ‘-‘)	 -	 o



(Ulan fir hada weld stew and maid be the eat diffine&R
problem for the Soviet leadership. Me stated, in hie view, eamsettien
amt. set Live atheist terror ad this meld be the great interest
pablen of Soviet ladarsida. - leaver, it is la problem Ukiah anti
develop late lapsible proportions eddy ever period of diadem, e.g.,
blmil yews •s sass.

Mariam stated • summit neetirs ahead be welcomed sod used
primarily es a leans of prattles bedly.needed sisstls. to
thembribm. Me thews.* la this sommestiem it aneld be 'elle useful
for Shresbeha is visit the Seders' Repebile ea the Vetted States.
The limos of a summit mattes should be diamanat sad le mte
important is get away fres the Mills smestion. Barber um Itertaill
that Mbewshess, was poorly Informed es the West. Mathes niames ee
Oreelle, fez ample, bed informed his is the time state at Vesture
•aisles. Is awrineets slew, they were affsiA to tell hie the tsulb,

threamium was set • Mit/es. Me bad te cassult with his
atlases* but se did SteLia. Mariam ascribed Ebruoistbew se

• SW1041611t, *mammal, fanatical end highly deagerens. Ms fame
ihresbara emotional sad capable of neetarlas eiscanalaties no
massed elth Si. eeel and calculate:1 erases ef ISalla.thrembelum
as • feastieallp.deeeted commist ibe believes is the ultimate amber,
St meld ammense ad tetanal to bap it elms to vista,. Sardines
felt that aesp14 la the Sala Velem vete satisfied mIth thole lot.
Alomm• all, the Sala Oeveroment had *weaned la pervading the pimple
U all levels tv allsabeet peace asid believe la the pleafel Lamaism
St the Soviet aelberities. everywhere he elates be was told the
Soviet people were for pace and queried as to Wm Ow relies glasses
La Ameria opposed She resalable proposals of the Soviet Velem fee
pace.

larrinea expressed the view that the Pre' Mead greatly wider.
estimated the threat et the Soviet Orlas. Me spat nay beers with
Ebreshekev aria his recent visit, served as ambassador Is Resale
during Um mar, sad hod visited the soviet Salsa Le 1026. Me use
eaminced the preeest threat use dasereen. Marriame stated be
regretted to give suss • pessimistic picture. Me hod goat to the
Soviet Vela to find conditions msfaverable. Unfortunately, this is
mot las 4WD.

Mariam eaphasiad at this part that the West should de every*
this's possible to prevent the Soviet gala fulfilling tbe $ean Tees
3im. Trade should be strictly tmetrelind is es to saner* that ob
catabutla wee mode to a catboat* of the i.e. Teas Flee.

Ms else .d Ski. joist that he as optima so, Shimmies eet
'repose' is Coaxal karma. It mods is eititery se in the poillsi

4	 nialites to develop thinned ea waiter, eons.
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Merriam thee matiemod Sb. preblea of eld to atioNiewelepel
asses sad empres•./ the Moo the retieral aepulbtle mold be forth.
seeing la this field. &hard stressed, La reply, the vim that
eserdisaties of aid to Eadetdeml•ped area was secomary smi the
Useld Mak mold serve effectively toward this ea& M. slated be
meld proem Si the time of the mut Rad amd Sash metimg
fall that • cleat., Mum be set up Mails the Meld Saab 10
pewride Lemmatise ea aid to mderder•lepot areas axe is MIAs
way amid • sempaltIve effort. %ULM referred to the steel
mill Nies semetrected is India by • flra of the Pedwal legablie,
sad stressed the lopeetamo of the dermas Ca:trial OS site, the
sempleties of Usual Se law. its sescesstal opera/ea. '.1.•
deviate owe pleasing to de smastly this with the aill they were
cursedly building.

At UM polat, lebasd <maimed Marrima as to shat he
Maven of the passibility of trading off trade facilities maims'
peliticol camisoles. at • summit essfersece. Is other nerds,
would the &mist guise be prepared to make political gamaseiliaaa
if trees otweatages were the comaterportt Warless regmted his
view that trade *Mold be kept te a Maims ad every effort Obee
S. meld kelpie, the *mist seamy. Is his view, a M* dbmim•
ems should deflaitely immeatrate ea dlearommest.

Wilms askie what progress his boa made la doweleplag
fern= the Samosa 'commie Ommaity. Mimed replied be me
doubtful of foreseeable pewees ma the political side la vim et
the politics1 developments la Prams ever the lent yam. La his
view, the daeLegerest of the Soma vas • big' mistake sad toile*
mast be built betimes the Sts sod llewm. Me stated be was
aeltber sati—Preash er as Aeglephile but believed teehmalegicol
edemas. sate the meld smaller sad it mat mot be We op imd
divided. Marinas replied ems could have both, e.g., tabselitgical
whammies sad aeropme *commie integration.

/rimed stated damsel fasted the Commas Market. 'shad
retureed te the subject at the World bask sad stated the World
Ma) um mot metal fee cOordLaatias aid to sada:developed IMMO
became of its "apolitical" maw. with as political somfltisew
attache& Matrixes tbseght soft eurremy loam mold be ammemile
sae hefted maimed the Ina, a sew agony ming set mg ea iftes
purpose. Mariam else thought the &maims Mould be limited La,
ea the basis Met although they would refuse, the reread itself
wield put the West la a favorable premeamds positioa.

*shard imbed Raerima his views about the relation/lip si
alma mad the Sala halm. Marrima replied 'bat me major
publics imams the Soviets me OM Chdaese meld be 	 is
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Ibis semersties. Me Soviet Ohba asedet Chios te via stela
esernelea. Ihrosleher Le teswiased they ere wiesime Ibis vislery
emd feels they west ours oesether uith Chime he thAe porposer
/his did set emir& the last thet the Ileviet Weise meld be gate
hem if the beet were	 to Mie mmehorm extent seesible, is
esetribete to Mimeo eeesode liewelepoest, thus redeeloglb.hordes
▪ tbe sorties baba.

Ibrviore eseeloillet by stela*" it est emiLbely the bewiett Video
obelus" emme Ilioseboopet Meese* ei the WI tett fle mew
the prawn 0111 ISINNIESMI sa 1111144111 IIMUltary rieteass derelvoll.
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